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SUB J : REVISED EXCHANGE RATE FORMULA 

DEPARTMENT PASS TREASURY 

REF: A. VALLETTA 1423. JULY 12, 1973 B. VALLETTA A-203, 

DEC 10, 1973 

1. THE EXCHANGE RATE OF THE MALTA POUND AGAINST FOREIGN 
CURRENCIES IS BEING COMPUTED BY THE CENTRAL BANK ON THE 
BASIS OF A REVISED FORMULA AS OF JAN 30. THE MALTA 
POUND CONTINUES TO BE PEGGED TO A "BASKET" OF CURRENCIES 
RATHER THAN TO ANY SINGLE CURRENCY. THE U.S. DOLLAR. 
HOWEVER, HAS NOW BEEN INCLUDED DIRECTLY IN THIS BASKET. 
ACCORDING TO GOM DEPARTMENT OF INFORMATION, THIS 
REVISION HAS BEEN MADE "BECAUSE, DUE TO DEVELOPMENTS 
IN THE ENERGY SECTOR, A MUCH LRGER PART OF MALTA'S 
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NATED IN US DOLLARS.” 

2. MALTA BROKE PARITY WITH STERLING IN AUGUST 1971 
(SEE REFTEL) AND DECIDED THAT THE LEVEL OF THE MALTA 
POUND SHOULD BE DETERMINED AT A LEVEL BETWEEN THAT 
OF STERLING AND THAT OF THE CURRENCIES OF OTHER MAJOR 
EUROPEAN COUNTRIES WITH WHICH MALTA TRADES IN ORDER 
TO PROTECT THE COUNTRY FROM THE WORST EFFECTS OF 
IMPORTED INFLATION. 

3. COMMENT: THE MALTA POUND HAS UNTIL RECENTLY 
TENDED TO FLOAT WITH THE GERMAN MARK. TWO FACTORS WHICH 
HAVE APPARENTLY AFFECTED THE CENTRAL BANK'S DECISION 

TO INCLUDE THE DOLLAR IN THE BASKET PEG ARE THE CURRENT 
ENERGY CRISIS. WHICH PROMISES TO HAVE A SERIOUSLY 
ADVERSE EFFECT ON MALTA'S BALANCE OF PAYMENTS, AND 
A RECENT UPWARD TREND IN US SHARE OF THE MALTA MARKET. 

US GOODS AS A PERCENTAGE OF MALTA'S TOTAL IMPORTS 
HAVE INCREASED FROM 4.6 PERCENT IN CALENDAR YEAR 1971 
TO 6.6 PERCENT DURING THE FIRST THREE QUARTERS OF 1973 
(SEE REF B). MALTA'S ADVERSE TRADE BALANCE WITH US 
INCREASED FROM 2.1 MILLION MALTA POUNDS IN 1971 TO 3.2 
MILLION MALTA POUNDS DURING THE FIRST THREE QUARTERS OF 
1973 (ONE MALTA POUND EQUALS APPROXIMATELY DOLS 2.52). 
DECONTROL AFTER JAN 31, 1975.GETZ 
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